by Kenneth Many buyers and many sellers. In perfect competition the number of buyers and sellers has to be large enough that the entry or exit of one firm or one customer into or out of the marketplace does not affect market prices. Companies in a perfectly competitive industry would not set prices; instead, the market would set plices. These firms are referred to as "price takers, not price makers." The demand curve for a company's product would be horizontal and referred to as "perfectly elastic." In other words, if a single company increased its price, customers would not demand (i.e., purchase) the product from the company that raised its price-they would just switch to another company.

